ABSTRACT
"As someone married to an immigrant, I am reminded every day by my wife of how you can love your roots and love your heritage; even as you fulfill the full measure of your love of this country, and your loyalty as a United States citizen."
Senator John Kerry
Introduction
It is undisputed that immigrants today experience high unemployment, low employment rates, and earn less than natives in many countries, but there are also substantial differences between ethnic groups. While differences in the labor market attachment and performance of immigrants can be partially explained by human capital, time spent in the host country and other demographics, there is still a native-immigrant gap and ethnic differences that remain to be explained. While the country of origin or ethnicity can often explain some of the differentials, the question remains: can economists do better in the estimation of work participation and immigrant wages and the explanation of disparities? Could there be another characteristic that affects how immigrants fare in the labor market of the host country? In this paper, we propose to utilize the concept of ethnic identity, a complex multidimensional concept that keeps evolving. We conjecture that the intensity of the ethnic attachments to the host and home cultures is able to capture some more of the observed differences in economic performance between ethnic groups.
Immigrants are bound to experience a severe cultural shock upon arrival in the host country, either consciously or subconsciously. Usually, immigrants come from countries where they are the majority or "mainstream" society and they de facto become the minority group in the host country. Their struggle centers upon the following contemplations: (i) do we keep our ethnic identity, remain true to our heritage and continue practice our own culture, (ii) do we completely abandon our ethnicity and culture and become identical to natives, (iii) do we give up on having any identity since we cannot keep our own in a foreign country but we cannot assimilate either, or (iv) can we find a happy medium to "fit" into the new society without "betraying" our own? Following our earlier research, we call these four states separation, assimilation, marginalization and integration, respectively. These multidimensional identity 4 states are quantified and classified as the two-dimensional ethnosizer. 1 The state individuals end up varies among immigrants who come from the same country (Constant, Gataullina and Zimmermann, 2009 ). The ethnosizer is a two-dimensional measure of the intensity of an immigrant's ethnic identity. We define the word ethnosize as containing a higher quantity of commitment to, devotion to, or self-identification with one's own ethnicity. Akerlof and Kranton (2000) argue that because identity is fundamental to behavior, choice of identity may be the most important "economic" decision people make. So individuals may -more or less consciously -choose who they want to be. Also people belonging to poor, socially excluded groups will choose their identity.
The few previous economic studies that look at ethnic identity find that the ethnosizer mainly depends on pre-migration characteristics, is de facto independent of measured economic activity and significantly affects economic outcomes (Constant and Zimmermann, 2008) . Related literature studying the evolution of culture and ethnic identity and its role on economic outcomes includes Ottaviano and Peri (2006) and Guiso, Sapienza, and Zingales (2006) , who deal with the mixed impact of culture; theories of ethnic identity (Kuran, 1998; Fearon and Laitin, 2000; Darity, Mason, and Stewart, 2006; Austen-Smith and Fryer, 2005; Chiswick, 2009; Battu, McDonald and Zenou, 2007) ; and empirical studies (Montgomery, 1991; Mason, 2004; Aguilera and Massey, 2003; Zenou, 2006, 2008) provide a better understanding of societal and economic behavior.
Using the ethnosizer and data from the German Socio-Economic Panel (GSOEP), studies have found that its impact on homeownership is statistically significant and economically strong, namely, assimilated and integrated immigrants move up to homeownership (Constant, Roberts, and Zimmermann, 2009) . The clash of religions in the ethnosizing process is not supported, as there are not any significant differences between
Muslims and Christians in their integration, assimilation, or separation although there is a marginal significance in marginalization ). Zimmermann (2007a Zimmermann ( , 2007b ) and a special issue of the Journal of Population Economics (volume 20, issue 3, 2007) document the rising interest of economists into the field of ethnicity and identity.
In this paper we extend previous research on the earnings of immigrants by arguing that the evolution of ethnic identity after immigration may affect the labor market behavior of 5 immigrants and their earnings. The effect of ethnic identity on labor market performance may also differ by gender. We perceive and define the ethnic identity of immigrants as the balance between the commitment to or self-identification with the culture and society of the origin and the commitment to or self-identification with the host culture and society. While all individuals have an ethnic identity before they migrate, our definition becomes relevant after immigration in the host country.
Our empirical analysis employs data from the GSOEP that contains all necessary questions about the ethnic identity of immigrants. To estimate the effect of the twodimensional ethnosizer on the earnings of immigrant men and women we employ Heckman selection models separately for men and women.
We proceed by introducing the essence and construction of the ethnosizer and outlining our hypotheses. In the section after we describe the data and variables. We continue with summary statistics on our subsamples, which are followed by the presentation and discussion of the empirical results. At the end, we summarize our study and draw conclusions.
The Ethnosizer

Essence and Construction 2
We define ethnicity to be the same as ethnic origin, or country of origin or nationality. This definition is closely related to the one used by the 2006 Conference of European Statisticians for the United Nations Economic Commission for Europe (UNECE): "Ethnicity is based on a shared understanding of the history and territorial origins (regional, national) of an ethnic group or community as well as on particular cultural characteristics: language and/or religion and/or specific customs and ways of life" (UNECE 2006: 100). As such, ethnicity is more related to the roots of peoples, their ancestry, the actual territory and physical boundaries of a country. The key here is the group, a shared sense of peoplehood and not the individual.
3
Ethnicity is therefore a demographic and permanent characteristic and a static concept. While ethnicity denotes some general characteristics that all individuals who come from the same 6 country share, it also captures a variety of important macro factors of the country of origin and other institutional and political conditions, as well as diplomatic relations with the host country. In stark distinction, "identity" attempts to measure how people perceive themselves rather than their ancestors. Our definition of ethnic identity pertains to the individual. We perceive the ethnic identity of an immigrant as an achieved balance between attachment and affinity to the culture and society of the country of origin and to the culture and society of the host country (Constant, Gataullina and Zimmermann, 2009; Berry, 1980) . Ethnic identity is therefore a complex concept that is, in principle, evolving over time. When quantified, individuals from the same country could have an equal, stronger or looser ethnic identity than other co-ethnics. At the same time, it is possible that individuals from different ethnicities have the same intensity of ethnic identity. On top of that, ethnic identity could vary between men and women.
To measure such a complex concept, we borrow established findings from earlier research in psychology and sociology. We choose five essential elements of cultural and societal commitment that compose the ethnic identity. These elements pertain to both the country of origin and the host country and give us a multidimensional view. They are: (i) language; (ii) visible cultural elements; iii) ethnic self-identification; (iv) ethnic interactions with natives; and (v) future citizenship and locational plans (Constant, Gataullina and Zimmermann, 2009 ).
Further, we use individual data on each of the selected five aspects or indicators of ethnic identity to classify a person as integrated, assimilated, separated or marginalized within a given sphere of social and cultural commitment. In some cases, individuals may be classified clearly with one concept, in other cases not at all. In most cases, people will fall in several different regimes at the same time. This is real life: These observations proxy the uncertainty we have to classify at this level of a two-dimensional ethnicity.
For example, with respect to the element language, we sort individuals into four states or regimes of identity: (i) linguistically integrated, if they speak both the host country language and the language of origin well or very well; (ii) linguistically assimilated, if their command of the host country language is far more superior to the command of the native language; (iii) linguistically separated, if they are fluent in the mother tongue but have not been very successful in learning or improving their host country language skills; and (iv) linguistically marginalized when their communication skills are hindered by the lack of fluency in either of 7 the two languages. 4 A similar classification into four states is conducted for each of the remaining four elements of social and cultural commitments.
Using the GSOEP, we then pair selected questions that convey information on each of these five aspects of commitment to both the German culture and society and the culture of the home country. For instance, we are able to evaluate each respondent's fluency in German and in the language of origin, strength of self-identification with Germany and with the home country, the origin of the preferred food, music and mass media, and also one's plans on acquiring German citizenship or returning back to the home country.
Classifying immigrants into four states of ethnic identity within each of the five elements of ethnic identity, we find that it is practically impossible to clear cut individuals' cultural and social commitments. For example, an immigrant may be linguistically integrated and at the same time be separated in the cultural elements. Or, while an immigrant may be linguistically separated, he or she may be assimilated with respect to future plans; that is, plan to stay in the host country forever, rather than returning to the home country.
To proceed further with our analysis of the effects of ethnic identity on immigrants' earnings and to be able to generalize our findings, we sum up the number of times each individual respondent has been classified into one of the four types of ethnic identity across the five elements and generate four scores of ethnic identity for each possible category of cultural and social commitments. Accordingly, integration is the number of times a person is assigned to be integrated; Assimilation is the number of times a person is classified as assimilated;
Separation is the number of times an immigrant is categorized as separated; And finally, marginalization is how many times a respondent is assigned to be marginalized in all five aspects of social and cultural commitments.
To make it more understandable, assume an imaginary immigrant in Germany who i) speaks German and the mother tongue very well; ii) listens to German music and eats food specific to the country of origin; iii) identifies strongly only with the home country; iv) has both German friends and friends of the same ethnic origin; and v) plans to stay in Germany forever. Accordingly, this imaginary immigrant would score two in integration, two in separation, one in assimilation and zero in marginalization. In general, the value of each of the four scores varies between zero and five, and the values across the four scores per each 8 individual observation add up to five. This implies that we have to suppress one of the four scores or regimes in the regression if a constant is included.
Hypotheses and Importance of the Ethnosizer
It is important to measure the strength of ethnic identity. Nowadays, economists recognize more often that the beliefs people value and invest in may have important economic implications (Becker, 1996) . To the extent that culture, self-perception and self-identification influence views and behaviors and especially the decision-making of economic agents, we contend that the ethnic identity of immigrants plays a significant role on the labor market attachment and payoffs of both men and women immigrants, albeit with significant differences between men and women. That is, if people have the "right" personality or the "right" identity they may get ahead of others in life.
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The fact that many migrants possess distinct culture-specific human capital that can be of high value in increasingly globalized societies and economies is backed by research that emphasizes the indisputable value of ethnic diversity (Ottaviano and Peri, 2006) . Immigrants, independent of their country of origin, indisputably possess skills specific to their culture of origin, something unique and different that natives do not have. If diversity reflects talent and ethnic characteristics are relatively scarce, in a functioning labor market migrants are needed because they are different. In the case of a homogeneous population, there is always the risk of lost creativity. In fact, a pluralistic society's goal of assimilation is not to erode all ethnic distinctions, but rather to increase the common culture and economic opportunities shared by all groups. There are costs and benefits associated with this cultural capital embodied in immigrants. In the production process, when immigrants and natives are complements to each other, we can have a win-win situation; immigrants and natives can profit and the economy and society can benefit from greater prosperity.
In ethnic-specialized market sectors, immigrants exhibit a potential advantage over natives as they fit in and have the best match for their human capital. Accordingly, ethnic diversity appears to raise the growth of an economy overall, even when considering any 9 negative consequences that may arise. Diversity has more potential to produce and increase output than harm the economy. This is why immigrants may seem to have a potential advantage over natives in a market sector specializing in ethnic-specific goods and services.
Policies that welcome ethnic diversity within the larger society without encouraging separation would be desirable. A genuinely inclusive policy of multiculturalism would also be beneficial (Chiswick, 2009 ). The process of assimilation and integration as immigrants experience it is therefore of key importance for their socioeconomic success.
We conjecture that immigrants who score highly in the integration state have the greatest potential for being employed in the labor market of the host country and are rewarded the highest. These individuals possess the broadest set of knowledge and skills, they peacefully and harmoniously combine both cultures, and are open to all possibilities; they can work in the "national" market but also in the "enclave" market. Using the metaphor of the well-known
Venn diagram, integration is the entire area within the two circles -the union of the two. While assimilated immigrants have a significant potential for employment in the host country with high monetary awards, this potential is not as large as that of integrated immigrants, because the human capital of assimilated individuals is restricted to skills and knowledge specific to the host society only. By being similar or identical to natives, these individuals are confined to the local "national" market, heavily compete with natives and have no access to the job opportunities in the enclave. In terms of the Venn diagram this will be the overlapping area or the intersection of the two sets.
Separation hinders the immigrants' entrance to the mainstream job market in the host country, but offers opportunities for employment in the ethnic-specific job market with limited monetary rewards. By definition, the enclave market should be much smaller than the mainstream national market. Individuals who are confined to work and live in enclaves will suffer from direct competition from other co-ethnics, resulting in lower employment probabilities and earnings. 6 Individuals who find themselves in the state of marginalization lack the necessary human capital to work in the host country. This state impedes access to both the general and ethnic-specific job market, since marginalized immigrants are detached from both societies with severe detrimental impact on their labor market attachment and earnings.
Within these hypotheses, we expect to find differences specific to the gender of immigrants. For example, it could be that assimilation is the best state for men to succeed, but 10 not for women. Or, it could be that for women, integration is a better state than assimilation.
For instance, Lewin (2001) finds that the identity crisis among Iranian women in Sweden is less grave and deep than it is among men; Iranian women have a positive stance towards the Swedish society and an increased desire for integration in the new country. 
Model
We study the data in two steps. First, we analyze the determinants of the probability to work using the probit model depending on regressors including and not including the ethnosizer, our set of indicators measuring ethnic identity, separated by gender. In a second step, and based on the respective probit selection equation, we estimate Heckman corrected OLS earnings regressions again using regressors including and not including the ethnosizer. Comparing regression results with and without the ethnosizer allows us to identify at which stage and with which pattern ethnic identity matters for the economic behavior of both sexes. An important variable in the literature is the time immigrants spend in the home country or years-since-migration. We expect a higher labor force participation rate and additional rewards to accrue with additional years in Germany. Our key hypothesis -that the intensity of the ethnic identity can strongly determine the decision to work or not -is tested with the inclusion of the ethnosizer variables in the model. 8 Assimilation is the reference category. 7 The selection probit equation corresponding to the earnings regression will contain or not contain the ethnosizer in correspondence with the earnings regression specification. 8 Ethnic identity could be endogenous. However, we have carefully studied the endogeneity issue before, see Constant and Zimmermann (2008) , among other papers, and endogeneity with labor attachment was found to be not a problem. This can be made understandable by the fact provided by our other research with the data (e.g. Constant, Gataullina and ) that ethnic identity is affected mainly by pre-migration characteristics and factors like time since migration, not by education acquired in the host country or attachment to the labor force. We also did find similar results for immigrant homeownership, see Constant, Roberts and Zimmermann, 2009 
Sample Characteristics
The descriptive statistics presented in Table 1 Note also the big gender disparity in the labor force participation and earnings among immigrants. The average gross monthly labor earnings of men are 2,378 Euros, while the 13 average gross monthly labor earnings of women are 1,291 Euros. But fewer women work; only 44 percent of women work versus 72 percent of men.
In Table 2 we present the number immigrants score in the index of the four states of ethnic identity by sex, ethnicity and religion. The index for each state goes from zero to five (for the five elements). Zero denotes that an immigrant is not in this state. Five shows that an immigrant is the most integrated, assimilated, separated or marginalized. Women are less integrated and assimilated and more separated and marginalized compared to men. Both men and women score the highest in the separation state. The next highest state for both sexes is integration and women are more integrated than men. In the following state, assimilation, it is men who score higher than women. The scores of ethnic identity are the lowest in the marginalization state, and women score higher than men here.
With respect to the ethnosizer variables, Table 2 Looking at the ethnic identity scores in each state by religion, we see a similar trend.
All immigrants with a religion and those that are non-religious exhibit the highest scores in the separation state and the lowest in the marginalization state. Likewise, they all score higher in the integration state than the assimilation state. Immigrants in other religions and the nonreligious are the most integrated, followed by Catholics and other Christians. Muslims rank the lowest in the integration state of the ethnosizer. In the assimilation state, it is the Catholics who score the highest. The non-religious immigrants are next in the assimilation scores, followed by the other Christians and other religions; Muslims score the lowest with 0.856.
In Table 3 we present the labor force participation rates for sex, ethnicity and religion for each of the four states of the ethnosizer. Overall, labor force participation is higher in the 14 integration and assimilation states and much lower in the separation and marginalization states. rates. With the exception of Catholics, however, all religions exhibit the lowest working rates when they are separated rather than when they are marginalized.
Looking at the average earnings of immigrants within each state of their ethnic identity we find similar results to the labor force participation rates. Table 4 shows again that people in the integration and assimilation states earn much more than those in the separation or marginalization states. There are also tremendous differences between men and women. While men earn on average more than women, the difference between them is the largest when they are in the assimilation state. Note that women earn the highest wages when they are in the 15 integration state, but men earn the highest when they are in the assimilation state. Both earn the lowest when they are separated. This could indicate that they have lower working rates (that is they cannot find a job easily) and/or that working in enclaves creates friction with other coethnics that brings wages down.
When we look at the ethnic origin, integrated Greeks earn the most; more than integrated Spaniards, Turks, Italians and ex-Yugoslavs. Greeks also earn more when they are assimilated, followed closely by Turks. Based on these raw statistics, the earnings differences between integration and assimilation are not so important. Comparing earnings between the separation and marginalization states, we see that earnings are lower in the separation state for all ethnicities.
Immigrants in any religion earn more when they are integrated or assimilated and less Results on the test about the effect of living in a large city show that immigrant men in large cities are less likely to work. This could reflect the higher unemployment rates in large cities and/or that while there may be more jobs in large cities, there are also more people and more competition for a job. The non-labor income hypothesis holds for immigrant men. That is, those men who have other income are less likely to work because their reservation wages are higher.
Empirical Results
Labor Force Participation
Compared to the state of assimilation or complete subordination to the German language, culture and mores, immigrant men are less likely to work when they are separated and marginalized. However, when they are integrated there is no significant difference in their labor force participation decision.
Columns three and four show a different picture for the labor force participation of immigrant women. Starting with religion, Muslim women are less likely to work than Catholics ceteris paribus. However, ethnic origin is not significant in joining the labor market or not. Contrary to men, women are less likely to work when they have a college degree from the county of origin compared to those with incomplete schooling.
Age is a good predictor of labor force participation; women work more as they age but at a discounted rate. Married women are less likely to work and so are those with young children at home. Similar to men, the years-since-migration variable is not significant. Poor health, as expected, impedes women from working.
When it comes to schooling in Germany, women have a different pattern than men.
Now it is the women with vocational training who are more likely to work compared to women with no degree in Germany. According to theory, women with non-labor income are less likely to work.
It is interesting that, for women, the assimilation and integration states are distinctly different. Namely, women who are integrated and keep both the host and home country cultures are more likely to work compared to those who are assimilated to the German culture.
On the other hand, both those who are separated and marginalized are less likely to work than those who are assimilated. Overall, we find that the ethnic identity of immigrants significantly affects their labor force decision. Results show clear gender differences in the determinants of earnings. Religion and ethnicity are not significant predictors of the earnings of male immigrants. Male immigrants who have a college degree earn 15 percent more than those with incomplete schooling in the home country. Surprisingly, those with vocational training earn 10 percent less than those with incomplete schooling in the home country. As for schooling acquired in Germany, both a high school and a college degree give men a premium of 29 and 23 percent respectively, compared to those with no schooling in Germany.
Selection Adjusted Earnings
Labor market structures affect the earnings of immigrant men. Seniority or tenure on the job -measured by the length of time with the company -increases earnings by 0.5 percent.
The industry type is also important; men in retail, wholesale or trade earn 16 percent less than those in manufacturing, the reference industry.
We are surprised not to find any significant effects of ethnic identity on the earnings of immigrant men. In addition, all three coefficients on integration, separation, and marginalization are negative and rather small compared to assimilation. Also, the coefficient on lambda does not show any selection issues for men workers.
Unlike men, the earnings of women are affected by their ethnic origin. Women from the former Yugoslavia earn 21 percent more than Italian women. Likewise, women from all other ethnicities earn 41 percent more than Italian women. But there is no significant difference in the earnings of Turkish, Greeks, Spanish, and Italian women.
Also in contrast to men, human capital is not a significant determinant of the earnings of women, ceteris paribus. Being married is like a penalty on the earnings of women, who earn 24 percent less than those not married. Women's earnings are also more affected by labor market and urban characteristics. Living in a large city increases their earnings by 28 percent.
For every additional year they stay with the company, women are also rewarded by 2 percent.
But working in a small company is quite detrimental, as women earn 37 percent less than in a large company. The industry where women work is quite strong for their earnings. 12 Compared to the manufacturing sector, women in the service sector and those in retail, wholesale, trade earn 38 and 29 percent respectively. It is also interesting than women in the financial sector also earn 63 percent less than those in the manufacturing sector. Similar to men, we cannot find any significant effects of ethnic identity on the earnings of women. 13 It is noteworthy that after men and women have been selected into the labor market, their ethnic identity is not relevant for their remuneration. For women in particular, it is also interesting that their selection coefficient is negative and significant, indicating that these women workers are not a random sample of women and that they rather come from the lower end of the distribution.
Conclusions
Ethnic diversity generates economic advantages which can be utilized by both immigrants and the host country, ultimately increasing the creativity and dynamism of society. The skills and social or cultural capital that immigrants bring with them should not be dismissed, and forcing immigrants to assimilate to natives is not always the best scenario. The fact is that immigrants are needed because they are different and complement natives. Competing directly with natives and no longer having any culture-specific human capital as an additional qualification is not 12 We have the position that the reference group needs to be a meaningful group, otherwise any comparisons are corrupted. So we disagree with the standard practice to put all "other" groups into the reference category. One should then either cluster small groups together or do not interpret groups with small sample sizes. We have chosen to do the latter. 13 Although the sample sizes are not too small, they might be responsible for the small levels of significance.
advantageous. Preserving one's ethnic identity with dignity and pride is important, and integration (as we define it) can be enriching and rewarding for immigrants.
This study employs an index of ethnic identity, the ethnosizer, to try and explain the earnings of men and women immigrants in Germany. The ethnosizer is a two-dimensional degree of attachment to or identification with the receiving and sending countries that could determine the economic success of the immigrants. The ethnosizer has four states of identification with the natives and or co-ethnics. Namely, assimilation (a strong identification with the receiving country's culture and society and weak identification with the country of origin), integration (a strong bond with the country of origin with a simultaneous strong connection with the receiving country), separation (total identification with the ethnic origin and culture, even years after emigration), and marginalization (no sense of belonging, neither to the receiving country's culture nor to that of the country of origin).
Our results reveal interesting gender dynamics with respect to ethnic identity and in relation to labor market attachment and rewards. Earnings denote the degree of success in the labor market. But this requires that people join the labor market first. In this crucial decision, our results show that the ethnic identity of immigrants is a strong determinant. For men, we find that those identified as separated or marginalized have a much lower probability to work when compared to immigrants who totally identify with natives and demonstrate a strong commitment to the German society. In this case, assimilation is clearly a better state than being isolated in an enclave or withdrawn from society. However, it is also interesting that being assimilated does not offer a particular advantage to the labor market compared to the identity state of being integrated.
In contrast, we find that for women immigrants assimilation and integration produce significantly different working probabilities. Women who identify with both cultures, speak both languages and in general feel comfortable with both societies have a much higher probability to work than women who only identify with natives (are assimilated). Thus, integration is clearly the preferred state for women. However, as expected, the separation and marginalization states are inferior to the assimilation state. Separated or marginalized women have lower chances of joining the labor force than those who are assimilated.
This paper reveals that in multiethnic societies it pays to be integrated -meaning preserving one's ethnic identity and being proud of it while embracing and respecting the ethnicity and culture of others -but only for women. While the ethnic identity is important for selection into the labor market, once immigrants start working ethnic identity does not affect 20 their earnings in a significant way. This is consistent with other studies on the effect of identity and personality on occupations and earnings.
* In percent, unless otherwise specified. Number of Observations 560 543 585 558 Notes: *significant at 10 percent **significant at 5 percent ***significant at 1 percent (two-tail test; robust standard errors in parentheses). The dependent variable is the probability to work or not to work assuming normality. The reference individual is Catholic, Italian, with incomplete schooling in the home country, not married, with no young children, healthy, with no schooling in Germany, and is assimilated. : *significant at 10 percent **significant at 5 percent ***significant at 1 percent (two-tail test; robust standard errors in parentheses). The dependent variable is the natural log of gross monthly earnings. The reference individual is Catholic, Italian, with incomplete schooling in the home country, not married, with no young children, with no schooling in Germany, who works in a large size firm, in the manufacturing sector, and is assimilated.
